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WHAT SHOULD 
BE THE NATIONAL 
LABOR POLICY? 


Mr. Suarp: Weare facing a general wave of strikes. Giant unions demand 30 
ber cent wage increases. Managements are sitting tight on denials of labor’s de- 
mand. Public attention is focused on Congress and the President for solution of 
this potential industrial war. Government seizure of the oil industry is a fact. 
President Truman tells us all as citizens to forget this foolishness and go back to 
work. 

Unfortunately, this problem will not settle itself. We need hard and sober 
olicy thinking to get over the next few months of reconversion. 

My colleagues today join me in an interest in discussing what the national 
abor policy should be. Where do we start? 


Mr. STonE: The most important thing, it seems to me, in the present situa- 
‘ion is the fact that we have strikes, and a promise of more strikes, on a scale 
such that public interest cannot countenance it. Then, there is, of course, the 
elated factor that organized labor has made a demand for a 30 per cent increase 
n wages. 


Mr. Hart: My concern goes a good deal deeper than that. It seems to me 
hat the wage demand is very far from just an incidental—what we have here 
s just one part of a general weakening of our controls against inflation. We can 
ee the same kind of thing happening in regard to tax relief. Tax relief is coming 
ip without any definite standards being set as to whether we need the taxes we 
ire throwing away. Price control also seems to be weakening; and we seem to be 
riving up on the idea of price control in relation to new houses. We have a gen- 
ral atmosphere, it seems to me, of easing up on inflation controls wherever some 
pecial group thinks it will be pleased by it. 


Mr. Stone: In other words, you think that the total situation is disintegrat- 
ng and tending to become chaotic? 


Mr. Harr: That is putting it rather strongly, but I think that we are in danger 
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of letting go of the inflation controls which we may need very badly in the next 
few months. 


Mr. Stone: At any rate, this labor situation about which we are talking is 
not the only factor in the total condition that is of importance. 


Mr. SuarpP: It is very clear to a member of the public that the “grab-bag”’ 
tactics are not confined to labor alone. The tax people expect to get their reduc- 
tions fully. Labor will be lucky if it gets part of what it is asking. 


Mr. Stone: And your pet farmer, Sharp; you know that he is not quiescent 
either. 


Mr. SHarP: The farmers are trying to come somewhere near to holding their 
own. 


Mr. Stone: And practically everybody else is in the same position in which 
we find organized labor—trying to find some way to entrench a position or get 
some advantage out of a flexible situation. Is that right? 


Mr. Hart: I should say so. 


Mr. SHARP: We have noticed four points at the outset, then. We have strikes 
on a great scale; we have a wage demand of 30 per cent an hour increase; we 
have a general weakening of inflation controls; and we have all the classes in 
the community trying to weaken the controls further. But the main thing, as we 
see it, is the 30 per cent wage demand. That is the point to which we can confine 
our attention this morning. What sort of a demand do you think this is? 


Mr. Hart: We want to start out, I believe, by saying that this demand does 
not mean that the union people have suddenly decided to wreck the economic 
system or that they are coming out with demands which invite everybody else 
to start going out into the streets and fighting with them. 

From their standpoint I would be inclined to say that they are being down- 
right reasonable. That does not mean that I would agree with them, but I think 
if one tries to put himself in their position and to understand their point of view, 
they are just not being revolutionary or taking advantage of a situation. 


Mr. SHarP: They feel the same about the situation as we professors do 
about a price increase. 


Mr. Hart: We must think how it looks to them. 


A SOS 


The University of Chicago RounD TaBLE. Published weekly. 10 cents a copy; Full-year sub- 
scription, 52 issues, two dollars. Published by the University of Chicago, Chicago, Illinois. 


Entered as second-class matter January 3, 1939, at the post office at Chicago, I llinois, under 
the Act of March 3, 1870. 


HOW WAGE AND SALARY INCOME 
IS DIVIDED 


ESTIMATED AGGREGATE FOR 1944 
MANUFACTURING: SALARIED WORKERS 


MANUFACTURING. WAGE EARNERS 


OOOOOOOOOSOSSOSSOESLK 


NON - MANUFACTURING 


SQOVGVOGOVOGOOODOOGDSOOAG 


DOMESTIC SERVICE 


EACH UNIT = 2 BILLION DOLLARS 
AGRICULTURE ( HIRED HANDS) 


GOVERNMENT 


VIS-O-GRAPHIC INC. 
CHICAGO 


Source: Bureau of Labor Statistics 


Mr. STONE: But, Hart, you said that they are being “‘reasonable.”’ You do 
not mean that, do you? 


Mr. Hart: There is a well-established rule in this man’s country that one 
does not take a wage cut lying down, and to a fellow whose paycheck is going to 
be reduced this looks very much like a wage cut. 


Mr. Stone: I am afraid that it is not; I am afraid that that is just what they 
are using by way of argument. The occasional reduction of hours and reduction 
of weekly pay on account of overtime hours is used, I think, as a purely defensive 
excuse. This is a positive, aggressive wage demand. It is not just defensive. It is 
not a wage cut; but it is a wage increase for which they are asking. 


Mr. Hart: They are asking for an increase in the hourly rate; and, in terms 
of wages as they affect costs, they are asking for an increase. But if one thinks 
about the pay envelopes of the fellows involved, this idea of trying to maintain 
the pay envelope means something to that fellow. You ask his wife. 


Mr. SHarp: Anyway, the thing to remember is that this is a human situation, 
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and that other groups in the community are acting the same way and endanger- 
ing inflation controls. This 30 per cent increase is an unprecedented demand, is 
it not, both in amount and in area covered? 


Mr. Stone: I do not know of any previous situation in which any group of 
workers at any time came out with any such demand as 30 per cent. In that 
sense, it is unprecedented. And then it is also unprecedented in the sense that it 
is coming up all over the country at the same time. 


Mr. Harr: That is unique. Of course, the situation in general is unique. 
There is really no precedent for wages’ having got so much out of touch with the 
previous situation. 


Mr. SToNE: Do you think that they have got out of touch with the previous 
situation? That seems to me to be passing a judgment. Of course, the point 
which we do have is a demand for a 30 per cent increase in pay; and that is a 
terrifically high demand. 


Mr. Suarp: We also have a great change in the administrative situation, do 
we not? The Little-Steel formula is gone; the no-strike pledge is over. What is 
the next step administratively ?# 


Mr. Hart: We have been offered, of course, the formula that wage increases 
are all right in so far as they do not bring price increases or that they will be al- 
lowed only on special cases in so far as they do. But that formula does not seem 
to be working right now. In fact, one might say that that is where we got in 
trouble. 


Mr. Stone: The most foolish thing, I think, that the government ever did 
was to suggest that wage increases could be given in situations in which there 
would be no pressure for a price increase. That simply invited every organiza- 
tion in the country—in fact, it put a pressure on every trade-union leader—to 
make a demand in order to try out the situation and to see how far he could go. 


Mr. SHarp: They are all doing it at once now, too, are they not? 


Mr. Hart: They have to do it all at once, because that is the way the con- 
tracts are set up. The whole wage situation was set up as a time bomb, as I get 


* The Little-Steel formula, which was used as the basis of wage adjustment by the 
War Labor Board, was first applied in June, 1942. The WLB estimated that for the 
period from January 1, 1941, to May, 1942, the cost of living had increased about 15 per 
cent. Therefore, it said that if any group of workers had averaged less than a rs per cent 
increase in hourly wage rates during that period, their “established peacetime stand- 
ards” had been broken and they were entitled to a raise. This increase, which applied to 
groups of workers and not to individuals, was aimed to bring the average straight-time 
rates up to 15 percent over the level which prevailed on January 1, 1941. 
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‘it, so that as soon as any major change in policy was announced and the Little- 
Steel formula was out, then all the contracts came open. 


Mr. Stone: The important thing, it seems to me, is that we have a sudden 
transition from a situation in which we had a fairly well-established system of 
wartime controls into one in which they have all suddenly evaporated. We do 
not have the Little-Steel formula, as you have said, and, more important than 
that, we have abandoned the no-strike pledge, so that everything is loose now 
and free to go. 


Mr. Hart: And part of the complication is that when one starts translating 
this formula—wage increases if they do not mean price increases—one is up 
against the fact that we really do not know what wage rates the present prices 
will make possible. For each employer there is a big gamble as to how high the 
wages are which he can afford to pay, given the prices he can now look forward 
to getting. 


Mr. STonE: Surely! It depends, to a great degree, upon whether or not he can 
get back into a full volume of production. If he can, then he can stand one wage 
level; but if he cannot, and until he can, his costs will be very high. 


Mr. Hart: That is a large part of the “catch,” as I get it, about this formula 
from the Snyder Office. It does not have a very concrete meaning until we really 
are back into peacetime production. To introduce it right at this moment is to 
open a tremendous range within which one fellow’s opinion is almost as good as 
another’s. 


Mr. SHARP: You two economists, so far as I can gather, are just hoping that 
prices and wages will not go too high. How about holding prices down, or even 
reversing them? Can prices move only in one direction nowadays? 


Mr. Hart: That is part of what I meant by saying that I thought that the 
danger to the inflation control was serious. If you ask me, I will say that we will 
do very well if we can hold price increases to a moderate level from here on out 
in the process of getting ourselves demobilized. 


Mr. STonE: One of the very important features of the present labor situation 
is the fact that if any single industry of any major character—or the government 
—establishes a wage increase in relationship to these present demands, that 
will immediately become a pattern for the whole nation. Whatever is done in 
this situation will establish a pattern, and that will sweep over the whole coun- 
try. 


Mr. SHARP: There are problems not only of inflation but also of equity, 
Stone. There are the farmers about which you spoke, Stone—my favorite farm- 
ers—especially the poor, southern, marginal farmers who are the most miser- 
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ably paid laborers in the country. What is going to happen to their situation if 
wages keep on going up? 


Mr. STonE: That is a problem. And the college professor has a problem there, 
too, you know. How are we going to keep balanced equity relationships among 
all people? 


Mr. SuHarp: This is one of the first points where we ally with the farmers, 
perhaps. 


Mr. STONE: We ought to recognize, however, that anything that is done in 
respect to wage increase is going to be a pattern for a general wage increase over 
the whole country. 


Mr. Hart: By the way, that can be turned around. We cannot arrive at 
settlements in individual industries until some sort of general basis is established. 


Mr. Stone: Yes, I think that that is true, too. 
Mr. Hart: It works both ways. 


Mr. Smarr: Why not? Why can one industry not set a pattern somewhat like 
the old Little-Steel pattern? 


Mr. Hart: J suppose that an industry could conceivably set a pattern if the 
other industries would go along; but there is a certain gamble in having it set in 
one place. 


Mr. Stone: In the case of any one industry, that industry, if it were to givea 
general wage increase, would be perfectly justified in expecting in return for that 
some assurance that it would be permitted to reorganize its productive proces- 
ses, to reclassify, and to revalue jobs without restriction by the union. That 
would make the negotiations very complex and very difficult, and, therefore, I 
doubt if it will happen in an individual industry. 


Mr. Hart: When you are saying this about the reorganization of work in the 
indusiry, you are pointing up, I think, one of the sensible things that is behind 
the wage-increase demand. A lot of fellows are being asked to move over from 
one job to another. We are being told that the employment which is now offered 
has a lot of skilled jobs and a lot of unskilled jobs but not very many semi- 
skilled jobs. And what it does to a fellow to be asked to move down into a job 
which rates as inferior and to take lower pay is pretty serious. The question of a 
man’s dignity is involved in being able, at the present time, to up the pay a little 
bit on these unskilled jobs. 


Mr. SuarpP: It is a tough world, and is there not bound to be some of that 
anyway? 


Mr. STonE: I do not see how that can be avoided. That is part of what Presi- 
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dent Truman meant when he said that everybody should get together to work at 
the best circumstances and conditions possible. 


Mr. Hart: But I can see why a fellow would feel—why a union would feel, 
so far as that is concerned—that if a lot of their men are to be asked to take 
downgrading, that would be sweetened a great deal if the rates on each job go up 
somewhat. That may not be entirely rational, but it is awfully human and natu- 
ral, and there is nothing indecent about it. 


Mk. Stone: That is a sort of political reason for giving some wage increase 
at this time. It eases the adjustment. It is not an economic, but it would be a 
political or human, excuse for giving a wage increase. I recognize that. 

Mk. SuHarp: You two gentlemen are economists. I would like to have you tell 
us more about the economics of this 30 per cent wage demand. 

Mr. Hart: To begin, there is the point which were we making a minute ago 
that if we give a wage increase anywhere, it is likely to be general. It is probably 
rather a good thing that it should, when one considers the incentives we have to 
give workers to move from one industry to another in the reconversion. If the 
industries where the wage demand is now settled were to get an increase and the 
other industries were not, we would be making things rather unpleasant for the 
workers who did the moving. Thus, there is a lot to be said for letting it be gen- 
eral. 

Mr. STONE: That is, it would produce a more balanced wage structure if it 
were general? 

Mr. Hart: Yes. On the other hand, when we start translating that into costs, 
it does imply that a very large part of any immediate wage increase is likely to 
take hold on the cost of production of the goods which go into the cost of living. 


Mr. STONE: That would have very important reverberations on the problem 
of getting reemployment under way. 

Mr. Hart: That is partly a question of price policy. If the Office of Price 
Administration were to stand absolutely on the line that no price increase would 
be given without a long-drawn-out process of reconsidering what this did to the 
cost structure, it is possible that they might get bogged down by having too 
many unprofitable prices all over the system. 

Mr. SHARP: That means 30 per cent in every industry besides those we are 
reading about in the front pages—all through every little shop—for everybody 
except the farmers. 

Mr. Hart: That is, with regard to wages. When I said that a wage increase 
meant a rise in the cost of living, it does not follow that it would be a propor- 
tionate increase, and it does not follow that all the increase in the cost of living 
would take hold right away either—not by a jugfull! 
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Mr. SToNE: For all practical purposes it will be proportional, and it will take 
effect pretty promptly under those circumstances, which gets us, I think, to the 
crux of this economics question. If we are going to have any general wage in- 
crease of any significant proportion, we are going to have a proportional rise in 
the price level, and fairly promptly. 


Mr. Swarr: That does not sound very good. Do you agree, Hart? 


Mr. Hart: There are ins and outs of that. I think that it would be somewhat 
less than proportional, although I think it would be roughly the same size. 

But just as we had to inflate ourselves a little into the war mobilization, in 
order to make the relative adjustments in prices and wages (to get one fellow’s 
wages and prices up as compared with somebody else)—we had to inflate our- 
selves into the war—so I suspect that, given the way people react, we have to 
inflate ourselves out of the war. 


Mr. SuHarp: But how about all the increases in man-hour productivity that 
are had? Would that not make it possible to have a wage increase without 
a corresponding rise in prices? 


Mr. Hart: That is fundamental; and that is one reason why one must say 
the labor people are being reasonable. 


Mr. STONE: “Reasonable,” did you say? 


Mr. Hart: In the sense that a wage increase—a rise in the wage level rela- 
tive to the cost-of-living index—is definitely part of the process of getting the 
economy back upon a peacetime basis. As of 1948, let us say, the wages are going 
to be very much higher, relative to the cost of living, than they are now unless 
something goes completely haywire. 

Mr. STONE: You see, what Hart is doing here is prescribing a dope habit. 
Any time we reach a difficult problem of any sort in our human relations in the 
United States, then somebody suggests floating it out by paying him a little 
bribe of some sort. 

Mr. SHARP: One of Mr. Hart’s colleagues here comforted me a little by say- 
ing that we ought to think of prices going down from time to time, just for a 
psychological effect. Everybody takes it for granted prices can go only one 
way—up! 

Mr. SToneE: Surely! We ought to retain some ability to take it, you know, as 
well as give it. 

Mr. Hart: If you gentlemen will name me any time when there was a price 
reduction that did the country a hell of a lot of good, I would like to know when 
it was. 

Mr. STONE: One of the arguments, which has been presented in favor of the 
wage increase, is that we need it in order to augment or sustain purchasing pow- 
er. So far as I am concerned, that is sheer nonsense. 

Mr. Hart: The real test of whether we need more purchasing power, of 
course, is whether we could get more employment by having people spending 
more money. And, as of now, if one looks at the retail markets, the stores are 
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still able to sell all the goods which they are able to lay their hands on. If we got 
into a situation where they could get more goods to sell if only they could find 
buyers, then there would be a purchasing-power argument. That would not 
necessarily indicate that we can get anywhere by raising wages. If we also raise 
prices, we cancel out a large part of the gain. 


Mr. SHarp: Do you say there is no deflation ahead at all? 


Mr. Hart: I would not say that. In fact, if we get clear through the transi- 
tion period, let us say through 1948, without having anything of that sort, we 
will be awfully lucky. 


Mr. SHARP: But for the immediate future? 


Mr. Hart: For the immediate future it looks very favorable. The Depart- 
ment of Labor tells-us that the layoffs of munition workers have about stopped 
with only two million people laid off. That is just fantastically good relative to 
what anybody expected a few months ago. 


Mr. Stone: On strictly economic grounds, then, we have been saying that 
there is not any justification for a general wage increase of any significant 
amount. 


Mr. Hart: Hold everything! Immediately, which makes a lot of difference, 
is the important aspect of this question. 


Mr. STONE: That, of course, is what we were talking about. 


Mr. Hart: There is plenty of justification for a sharp upward drift of wages 
over the next couple of years. And, as I said, while I think that the labor people 
are jumping the gun and while they are asking for something now that does not 
belong to now, I do not think that they are talking nonsense about the fact 
that a big rise in wages is a natural and healthy part of the reconstruction ad- 
justment. 


Mr. SHarP: How big an increase over all would be actually necessary to take 
care of the reduction in hours which is coming now? 


Mr. Stone: It would be a very small increase, as a matter of fact. The union 
argument that it ought to have an increase in pay to offset the reduction in hours 
does not justify anything like a 30 per cent increase. Hours of work in manu- 
facturing, where hours in general have been longer, have averaged forty-five 
per week; in building construction, only forty-two. 


Mr. Hart: The 30 per cent demand implies that they are going down from 
forty-eight to forty. 


Mr. Stone: Yes, from forty-eight to forty, it implies, whereas the decrease 
would be at most forty-five down to forty, on the average—and this is a general 
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wage increase which we are talking about—which would not justify, in any case, 
on the basis of this union argument, more than a 15 per cent increase. 


Mr. Hart: When you say “on the average,” there are a considerable number 
of workers for whom it is actually forty-eight down to forty. 

Mr. STONE: But we cannot establish a national wage policy by picking out 
the extreme case and bringing everything up to that. 
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Mr. Hart: I would certainly agree to that. But, of course, that is the natural 
process of this “grab-bag”’ situation about which we were talking at the begin- 
ning. Everybody cuts out his strongest case and exaggerates it. 


Mr. SHarp: Have you economists not talked yourself out of anything except 
a political argument for a wage increase? Is there any economic argument fora 
wage increase now at all? 


Mr. StonE: I do not think that there is any—Hart still thinks that there may 
be some—but at most the only justification I can see for a wage increase is that 
workers find it diffcult to make an adjustment to a lower wage rate. A little con- 
cession there might have some justification in a motivating device. 


Mr. Harr: But I do think that that is a pretty substantial argument. We 
have such funny ways as human beings of keeping in step with each other. Here, 
in order to get up later in the morning, we all have to agree to set the clocks. 
Now if we were sensible people, we would set our clocks when we found it con- 
venient or else just get up later by the same time. 


Mr. SHarp: There is a human psychological problem. What are you going to 
do about it? How is it going to be solved? 


Mr. Stone: Apparently it has been pretty well settled right now how this is 
going to be worked out. 


Mr. SHaArpP: Mr. Wallace has stolen the show this morning?? 


Mr. Stone: And the Secretary of Labor also came out with a proposal of 15 
per cent, plus something to be attained by arbitration. So that unless President 
Truman is going to do with Secretaries Wallace and Schwellenbach what he did 
with Davis—fire them for talking out of turn—the government policy is already 
indicated.3 


Mr. SHARP: Davis seems to have had a pretty sensible idea on the whole. 


2 Secretary of Commerce Henry A. Wallace declared, in an interview on October 12, 
that he believed that wages must go up by 15-20 per cent, while price increases of 2-4 
per cent should be allowed to compensate for the higher labor costs. It would thus be the 
government’s immediate policy to allow wages to rise at a greater rate than prices. 
Where increases of over 15-20 per cent would be granted, industry would have to absorb 
all the increase above the allowable level, according to this plan (New York Herald 
Tribune, October 14, 1945). 


3 The Oil Workers Union recently asked for a 30 per cent wage increase—or fifty-two 
hours’ pay for forty hours’ work as the formula for making as much in peacetime as 
wartime. Several of the oil industries offered to raise wage rates 15 per cent, but the 
offer was rejected. Secretary of Labor Schwellenbach then suggested that the strikers 
return to work and arbitrate later the difference between 15 and 30 per cent. 
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Mr. Hart: What Davis is actually reported to have said was that there is 
room for a wage increase over the next two or three years.4 


Mr. SHarp: That seems reasonable enough. 


Mr. Hart: That is about as sensible a remark as anybody has made on be- 


half of the government in a long time, but that was not the way he was under- 
stood. 


Mr. Stone: If they fired him for that, they certainly ought to fire these oth- 
ers for the suggestion which they made. But then I suspect that the die is cast. 


Mr. Hart: Hold everything, Stone! This 15 per cent, as I remember it, was 
not to take effect immediately but to take effect at the time when the hours 
actually got cut, and they have not. Therefore, as I get it, the proposal the un- 
ions are accepting was not a bird-in-hand proposal. 


Mr. STonE: Secretary Schwellenbach did not appreciate the point which we 
have made here. He thought that these questions would be settled industry by 
industry, whereas we recognize that we are settling a general pattern, and that a 
tieup with “when, as, and if hours are reduced” is of no consequence, if it is un- 
workable. 


Mr. Hart: If you are talking about the common sense of wage policy, there 
is room for wage increases later. It is the immediacy of the demand for an in- 
crease that is a large part of the trouble. If we could get the settlement in terms 
of some now and some later, that would be better. 


Mr. Stone: I assume that the government has more or less established a 
policy of something around a 15 per cent wage increase. To me that is a very 
foolish thing for the government to have done, but the most that we can expect 
to do now, I think, is to try to make it as sensible as possible. So, I would suggest 
that if a 15 per cent wage increase is going to be given, it ought to be definitely 
understood that it is given for the period of one year and that not more than 
half of it would be made effective as of January 1, the other half being made 
effective, say, July 1, 1946. 


Mr. SHARP: That sounds like a reasonable adjustment. What would be some 
of the advantages of the delay? 

Mr. STonE: It would give a chance for a reconversion without immediately 
jacking up costs. 


Mr. Hart: By the way, you are implying, though, that this first instalment 
would be offset by the Office of Price Administration where necessary, by adjust- 
ments in price ceilings, are you not? 


4 Former Economic Stabilizer William H. Davis proposed a 50 per cent increase in 
wage rates which would be spread over the next five years. 
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Mr. STONE: That would have to be done, and done immediately. 


Mr. Hart: On the other hand, we could reasonably hope that it would not be 
necessary to let prices go up anywhere near in proportion to the second instal- 
ment if we could put it off long enough so that output per man-hour would be on 
the upgrade. 

Mr. STONE: That would be one of the reasons for deferring the last half of 
this definite, limited wage increase. 

Mr. SHARP: You would thus let productivity creep up, and you would avoid 
giving a shock to the price-control machinery. Is that it? 


Mr. STONE: That is right. _ 


Mr. Hart: By the way, one of the serious dangers in the present situation is 
that we might just gum up the Price Administration with a tremendous flock of 
new price decisions. One of the main things in wage policy ought to be to keep 
the lines clear to get price decisions fast enough so that business can keep going. 


Mr. SHarP: Have you any similar measure for the people who do not want to 
pay any more taxes and for other inflationary elements in the situation? 


Mr. STONE: Hart is the tax expert. You better let him handle that. 


Mr. SHarP: We probably had better leave that for another program. But it is 
related, is it not? 


Mr. STONE: Yes, it is. 


Mr. Hart: And very much the same kind of logic applies, actually. The time 
for a tax reduction is probably not here yet. 


Mr. Suarp: That sounds like a pretty good idea, Hart, that Stone has here, 
does it not? 


Mr. Hart: It is one of the best ideas which I have heard to date—and this is 
a field in which there has been a lot of discussion. I cannot say that I am too 
hopeful about many of the suggestions I hear; this is an exception. 


Mr. Stone: Is it clear that what we are talking about here is a policy which 
would freeze any general wage increases to the limit of 15 per cent in a year? 


Mr. SHARP: Any general wage increases, but individual adjustments would 
presumably not be subject to controls such as those we have had during the war. 


Mr. Stone: They would be subject to negotiation. 


Mr. Hart: And, by the way, this does imply that at the end of this year we 
would be in a pickle unless something had been done to prepare for unscrambling 
this situation. We would have everything coming loose at once, very much the 
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way we have now. There would be some advantages, but there would still be a 
very serious situation if advance measures were not taken. 


Mr. SHarp: We are now left not only with this problem but with the long- 
‘erm problem. Have you any suggestions on that? 


Mr. STONE: The first thing which we should do is to recognize that the sug- 
yestion which we have made here applies only to getting us out of the present 
ritical mess that we are in. It will not do anything to get us out of a long-run 
yroblem, which we should take into account. 
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In the first place, when our formula has expired, a year from now, let us say, 
we will still be faced with the same problem we have now as to how the determi- 
nation of wages will be handled. So, we must work out, between now and the end 
of the year, a method of transition from government control. In the second place, 
this is no general comprehensive labor policy. Congress must proceed at once to 
develop such a policy—a policy designed to preserve the merits of collective 
bargaining but which will adequately protect the public interest. 

At present we do not have any comprehensive labor policy. The Wagner Act 
made it public policy to encourage and promote the unions and collective bar- 
gaining, and it has been highly successful in organizing unions. But collective 
bargaining has, in the meantime; all but disappeared.5 

Along with promoting these giant blocs of power, government has, at the 
same time, relaxed the controls formerly imposed by the Sherman Act. It has 
relaxed injunction procedures and state civil law restraints on unions. Clearly 
the next stage of government policy toward unions and collective bargaining 
must be a policy of regulation. 

The problem is difficult. No one has yet suggested the formula by which the 
essential benefits of the unions may be preserved without at the same time de- 
stroying them. A full year of debate and discussion will be needed to mature a 
comprehensive and adequate policy. Therefore, Congress should proceed at 
once on this task. The temporary matter of getting us out of the transitional 
period is not adequate. We need a long-run labor policy. 


Mr. Suarp: As a lawyer, I should think that the least we could do is to modi- 
fy some of the rather weird distinctions which the Supreme Court has taken 
under the Sherman Act. 


Mr. Hart: Again I think that we would do well to look at this in a wider 


5 The National Labor Relations Act (Wagner Act), which was passed in 1935, guar- 
anteed labor the right of collective bargaining. In order to safeguard this right of em- 
ployees to bargain collectively, the act forbids employers to discourage membership in 
unions, provides means for certifying unions as representatives of employees, and as- 
serts the duty of employers to deal with such unions. The means by which these objec- 
tives are accomplished is to forbid employers to engage in certain “unfair labor prac- 
tices”: (1) interference with employee’s right of self-organization and collective bar- 
gaining; (2) domination of employee organizations; (3) discharge of employees or dis- 
crimination against them for union activity; and (4) refusal to bargain with duly chosen 
representatives of employees. To enforce the law, Congress set up an administrative 
tribunal, the National Labor Relations Board, which was modeled somewhat after the 
Federal Trade Commission. Its work consists of two parts: (1) to hear cases of alleged 
violation of the law by employers and to issue “cease and desist” orders enforceable by 
the Federal Circuit Court of Appeals and (2) to certify the organizations chosen by em- 
ployees to represent them in collective bargaining. 


16 


complex. If we really come down to settling the question of how wages are to be 
handled, we are up against the broader question really of getting all these special 
interest groups to agree on something resembling an internal disarmament. And 
that is an awfully hard thing to do. My hone is that we will be able to show an 
experience of high employment under peacetime conditions which will create a 
much better climate for that negotiation. 


Mr. Suarp: After all, our main concern here has been the immediate situa- 
tion. We agree that wage increases by collective agreements or otherwise should 
be expected as production and productivity increase in the years just ahead. 
It is unfortunate that a stabilization program has not been developed which 
would avoid, at the moment, general hourly wage increases as well as tax re- 
ductions. Healthy reconversion is the main objective. Deflation is not a threat; 
inflation is. Nevertheless, a substantial wage increase seems to be coming. 

In our judgment, it will be in the interests of the nation as a whole—poor and 
rich, farmers, workers as a whole, investors—to keep the immediate increase as 
small as possible. 

In the agreement which will set the new pattern, the total increase for the 
year ahead should be determined now. Not more than half the increase should 
be effective January 1 and the rest not before July 1. 
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What Do You Think? 


. What are the pressures, as you see them, which are forcing a change in the 
present situation which will mean a rise in the cost of living? Are these de- 
mands justified? Do they represent only special interests? What, in your opin- 
ion, is the public interest? What facts in our war-stabilization formula have 
been responsible for the present pressures? Discuss the dangers to the econ- 
omy in general from a too speedy relaxation of wartime controls in an effort 
to get peacetime equilibrium. 


. Do you agree with the speakers that a 30 per cent general increase in wage 
rates, at this time, is not wise? How would it affect the economy if prices were 
allowed to rise correspondingly? If prices were maintained, how would it 
affect costs? 


. What is the basis of organized labor’s demand for a 30 per cent increase at 
this time? How did wartime “pattern” settlements contribute to the present 
chaos? Is this, in your opinion, a “reasonable” demand? Do you think that it 
is a simply badly timed part of “inflating” our economy from war to peace, 
or is it an “unreasonable” demand based upon the wrong assumptions? Dis- 
cuss the economic versus the “human” arguments for this increase. 


. What would be the advantages of a plan, which would be agreed upon by 
labor, management, and government, of guaranteeing a 20 per cent general 
increase in wage rates but spacing it over a one-year period in 10, 5, and 5 per 
cent periodic raises? Discuss. 


. What is meant by parity prices for farm products? How would the farmer 
stand to gain or lose as a result of the current wage negotiations if the in- 
crease in wage levels is granted? 


. How will the tremendous improvements in technology developed during the 
war period tend to operate in the next ten years upon the wage-price struc- 
ture of the nation? 


. Granting that the solution of present labor strife will result simply in an “in- 
terim” policy, what do you consider the basis upon which long-range national 
labor policy must be made? Do you have any suggestions for a definite pro- 
gram? What have been the success and failure of the Wagner Act? How can 
true collective bargaining be restored? 
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